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5 B & B E R 2o 8 GIORDANO INTERNATIONAL LIMITED
MERE FINANCIAL HIGHLIGHTS
(EFHE)
(Restated)
BEAB=1+BLXEA
Six months ended June 30
2003 2002
(R BE®R (REER)
(Unaudited) (Unaudited)
BEEE OPERATING RESULTS
KRB (BEBET) Turnover (HK$ million) 1,527 1,760
BWEERF (BEFTET) Operating profit (HK$ million) 92 213
BREEEN (EEETET) Profit attributable to shareholders (HK$ miflion) 63 185
BRER PER SHARE DATA
BRAEFN-BREW Earnings per share — Basic (HK cents) 4.4 12.9
BRA SRS GEL) Interim dividend per share (HK cents) 1.5 45
FRERFERS FL) Special interim dividend per share (HK cents) 3.0 -
Bk R FINANCIAL RATIOS
FEHHEZRELE (HE) Inventory turnover on sales (days) 20 32
THBEEERBRER Return on average total assets 2.7% 7.9%
THRRESEBRE Return on average shareholders’ funds 3.7% 11.0%
HEEBRE Return on sales 4.1% 10.5%
2 Interim Report 2003
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ARBERP B ES UNAUDITED INTERIM RESULTS

EARBERERAR ([ARAFA])ESEMAE  The board of directors of Giordano International Limited (the “Company”)
HEDAREMBRLAR([AEER])EZ s pleased to announce that the unaudited condensed consolidated results
ZEEZFRAZTRALEABAREEHZZE  of the Company and its subsidiaries (the “Group”) for the six months
HReRE  ERALBETREERHAMIT  ended June 30, 2003 along with comparative figures for the corresponding

mr period and selected explanatory notes are as follows:

G R - CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT
(E#FFIER)
(Restated)

BZEXA=1tHLAEA
Six months ended June 30

2003 2002

(BREREFI - (in HK$ miliions, B & (REER (REERE)
HKEETETAEN) except earnings per sharg) Note (Unaudited) (Unaudited)
XS Turnover 2 $1,527 $1,760
HEKRE Cost of sales (817) (927)
7 Gross profit 710 833
H 47 %5 Other revenue 40 47
o EBE Distribution, administrative and

Hihire 2R other operating expenses (658) (667)
8 R Operating profit 2,3 92 213
REERHA Finance expense 4 (2) (3)
B ERALER Share of profits of associated companies 19 43
B B AT Profit before taxation ' 109 253
] Taxation 5 (36) (57)
BEEEF Profit after taxation 73 196
LHREER Minority interests (10) (11)
H% 3 FE 15 % B Profit attributable to shareholders $ 63 § 185
RE R BRI ERR S Interim and spegcial interim dividends 6(a) $ 65 $ 65
EREF Earnings per share 7

e- N ~ Basic 4.4¢ 12.9¢

®E Diluted 4.4¢ 12.7¢
8 %z &+ 8 8 & . 3
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GIORDANO INTERNATIONAL LIMITED

CONDENSED CONSOLIDATED BALANCE SHEET

(E#F 78
(Restated)
AB=+B +zZA=+-H
June 30 December 31
2003 2002
KT8 (REER) (BEH)
(UEEBETEER) (In HKS millions) Note (Unaudited) (Audited)
BE ASSETS
*ERBEE Non-current assets
BIEEE Fixed assets 8 $ 590 $ 623
BA DR R Interest in associated companies 263 256
HEIT&RBFRKE Rental deposit and prepayment 186 189
EEHRBEE Deferred tax assets 13 10 10
1,049 1,078
RBEE Current assets
zE Inventories 165 252
FE 1z B 3% Trade receivables 9 106 136
HU R 3Tk Other receivables, deposits and
BERE prepayments 293 286
ReRkfIER Cash and bank balances 14 596 667
1,160 1,341
BEE Total assets $2,209 $2,419
BxXREE EQUITY AND LIABILITIES
RERFZSE Capital and reserves
% Share capital 10 $ 72 $ 72
#E Reserves 1,517 1,513
BIER A Proposed dividends 6 65 209
1,654 1,794
DERFEEE Minority interests 64 61
FERBEE Non-current liabilities
EHEE Long-term liabilities 11 3 5
EREFRERE Deferred tax liabilities 13 83 79
86 84
REBEE Current liabilities
PR Trade payables 12 158 209
HEuENRRENER Other payables and accruals 150 177
EHEBEZRDHS Current portion of long-term liabilities 11 4 4
FIERRBX Bank loans and overdrafts 14 56 53
MIE Taxation 37 37
405 480
HERREE Total equity and liabilities $2,209 $2,419
4 Interim Report 2003
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GIORDANO INTERNATIONAL LIMITED

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

BZEZXB=1+RHILXER
Six months ended June 30

2003 2002
o (REBER) (REER
(UEEEETHENL) (in HK$ millions) Note (Unaudited) (Unaudited)
BEEBZRERANFE Net cash inflow from operating activities $148 $199
RELBZBERLIE Net cash outflow from investing activities (8) (19)
HEEBZEERLEHE Net cash outflow from financing activities (220) (177)
ReRBEEEEY (Decrease)/increase in cash
CAD)EM and cash equivalents (80) 3
R—A—BzRe R Cash and cash equivalents
ReEERE at January 1 611 537
IEERZH o VE Effect of foreign exchange rate changes 3 13
RARNAZTBZHRER Cash and cash equivalents
ReSEAR at June 30 14 $534 $553

of
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HHERAER 2B X CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Ex
EAfE
B AABE  Capital REE ERGE HtEE R5EH
(FEER) (Unaudited) Share Contributed redemption  Share Exchange  Other Retained CH
(EBEELAEN) (In HK$ milions) capital  surplus  reserve premium  reserve reserves  profils Totat
RZTEZF-F-8 At January 1, 2003,
TR as previously reported $72 $383 $3 $483 $(98) $126 $919 31,868
ROEHERERET -] Effect of adopting SSAP 12
-ERRERRERE BE - provided for net deferred
(bE-) tax liabilties {Note 1) - - - - - - 74 {74
“EECE-J-B BHME  AtJanuary 1, 2003, as restated $72 $383 $3 $483 5(99) $126°  §845  §17%4
EMMW Profit for the period - - - - - - 63 63
ZREERBEENRE 2002 final and special dividends
i) Note ) - - - - - - (209) (209)
BN B LT Exchange adjustment on
RAOREE translation of overseas
LEHER subsidiaries and branches - - - - 8 - - 8
BUERERERE Providad for net deferred
LBE tax liablities - - - - ) - - ?)
RZ88=F/EZ1E At June 30, 2003 §72 $383 $3 $463 $(92) $126 $699 $1,654
Ex
ERRE
RE  HABH  Capitel KHEE EXRE HUBE AFEN
(RE8H) {Unaudited) Share Contributed redemption ~ Share Exchange  Other Retained &t
(WEEBETAEN) {In HKS milions) capital  surplus  reserve premium  reserve reserves  profits Total
R-Z2-#-F-0" At January 1, 2002,
ulTEE as previously reported §72 $383 $3 $456 $125) $127 $779  $1,695
FASHERENE TR Effect of adopting SSAP 12
-BREEREEEL %ﬁ - provided for net deferred
(Bf3t-) tax liabilities (Note 1) - - - - 1 - (61) 60)
RoFE-E-R-8 - EWHE  AMJanuary 1, 2002, as restated §72 $333 $3 456 §(129) $127 $718  $1.635
EmEd Profit for the period - - - - - - 185 185
REBRENE Issue of shares nder
mEf28ER share option scheme - - - 6 - - - 6
“EE-EXERENRS 2001 final and special dividends
(BR) {Nots ) - - - - - - (137) (137)
ANHERA Exchange adjustment on
RARARE translation of overseas
ZER% subsidiaries and branches - - - - kY - - 32
BREHERESE Provided for net deferred
LBE tax flabiliies - - - - (1) - - )
RZETZERAZTE At June 30, 2002 §72 $383 $3 $462 §93 8127 786 §1,720
6 Interim Report 2003
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GIORDANO INTERNATIONAL LIMITED

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

1.

Principal accounting policies

These unaudited consolidated condensed interim financial statements
are prepared in accordance with Hong Kong Statement of Standard
Accounting Practice (“SSAP") 25, Interim financial reporting, issued
by the Hong Kong Society of Accountants (*HKSA").

These condensed interim financial statements should be read in
conjunction with the 2002 annual financial statements.

The accounting policies and methods of computation used in the
preparation of these condensed interim financial statements are
consistent with those used in the annual financial statements for the
year ended December 31, 2002 except that the Group has changed
its accounting policy following its adoption of the SSAP 12 “Income
Tax” (revised) issued by the HKSA which is effective for accounting
periods commencing on or after January 1, 2003.

The significant change in the Group's accounting policy resulting
from the adoption of this revised SSAP 12 is set out below;

Deferred taxation is provided in full, using liability method, on
temporary differences between the tax base of assets/(liabilities) and
their carrying amounts in the financial statements. Taxation rates
enacted or substantially enacted by the balance sheet date are used
to determine deferred taxation.

Deferred tax assets are not recognized unless it is probable that
future taxable profit will be available against which the temporary
differences can be utilized.

Deferred taxation is provided on the temporary differences arising
on investments in subsidiaries and associates, except where the
timing of the reversal of the temporary difference can be controlled
by the parent company and it is probable that the temporary
difference will not reverse in the foreseeable future.

In prior years, deferred taxation was accounted for at the current
taxation rate in respect of timing difference between taxable profit
and accounting profit to the extent that a liability or an asset was
expected to be payable or recoverable in the foreseeable future. The
change in accounting policy has been applied retrospectively so that
the comparative figures presented have been restated to conform to
the changed policy.
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GIORDANQ INTERNATIONAL LIMITED

Principal accounting policies (continued)

As detailed in the condensed consolidated statement of changes in
equity, opening balance of equity at January 1, 2002 and 2003
reduced by, HK$60 million and HK$74 million respectively, which
represent the unprovided net deferred tax liabilities. This change has
resulted in an increase in deferred tax assets and deferred tax
liabilities as well as a decrease in investment in associated companies
at December 31, 2002 by HK$10 million, HK$79 million and
HK$5 million respectively. The profit for the six months ended
June 30, 2002 and the equity at that date have been reduced by
HKS$9 million and HK$70 million respectively,

BEBRRIPES Turnover and segment information
BEREB,ITED  FEBZEREERE An analysis of the Group's turnover and operating profit by business
EHRF 2T segments is as follows:
(BEFHE)
(Restated)
BEXNA=+BLEAER
Six months ended June 30
2003 2002
mERR HEREF
-E Operating EEH Operating
(LEETETREN)  (In HKS millions) Turnover profit Turnover profit
TERSHEER Retail and Distribution $1,452 $64 $1,656 $170
BRED Manufacturing 301 26 392 39
HMER Other operation - 2 - 4
B DHEEES Less: Inter-segment sales (226) - (288) -
$1,527 $92 $1,760 $213

ZRIE S RE S REBZERBEOT

The geographical segments of the Group'’s turnover is as follows:

BEXA=1+HLL~EEA
Six months ended June 30

(LERFETAEN) (In HK$ millions) 2003 2002

B KR Mainland China $ 365 $ 410
& Hong Kong 316 405
=NE] Taiwan 281 359
g Singapore 155 177

S Korea 92 108
= Japan 70 89

H A2 Other territories 248 212
$1,527 $1,760

8 Interim Report 2003
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GIORDANOG INTERNATIONAL LIMITED

3. BERA Operating profit
BEBFENRTIEE The operating profit is stated after charging:
BEAB=Z+tBLEAEBA
Six months ended June 30
(LEBEGETREN) {in HKS millions) 2003 2002
BEEETEENE Depreciation of owned fixed assets $51 $56
BEREZ Depreciation of fixed assets held
BTEENE under finance leases
HEEERECZEER Net loss on disposal of fixed assets 3
4. BEEBA Finance expense
BEXB=+BLAEA
Six months ended June 30
(LBRESETEEN) (in HKS milions) 2003 2002
BEHEZFNE interest element of finance leases $2 $2
BITERAA Interest on bank loans - 1
$2 $3
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BRNGHBE-_FZ=-FAZTHL
NEAZGHERNENRESZ T
F(ZFTF B2 TR) 2B X
E-R-FT=ZF RABEG_FTT=
“ETNTRERNERERESZTR
BNMERSZTLHEE - BHREZRER

AEBERZREHE -

GIORDANO INTERNATIONAL LIMITED

Taxation

Hong Kong profits tax is calculated at the rate of 17.5 percent
(2002: 16.0 percent) on the estimated assessable profits for the six
months ended June 30, 2003. In 2003, the government enacted a
change in the profits tax rate from 16.0 percent to 17.5 percent for
the fiscal year 2003/2004. Overseas taxation is calculated at the
rates applicable in the respective jurisdictions.

(E# 5
(Restated)
BEAA=THLEAREA
Six months ended June 30

(KEEFETAEN) {in HK$ millions) 2003 2002
mEesE . Income tax:
RERMB LA : Company and subsidiaries:
AEERBHME Current income tax
ERFEH Hong Kong profits tax $6 $9
BN IR Overseas taxation 16 21
22 30
KEQF Assoclated companies:
EONH IR Overseas taxation 6 14
28 44

BEHEEETR/(RR)

BERFGH
- BINEA

RARAE -
AEBENRE

BERB-BREERERY

TERRE

10

Under/(over) provision in
previous period:

Hong Kong profits tax (1) -
Overseas taxation 2 1
29 45

Withholding tax:
Current withholding tax 3 3
Deferred tax - relating to the

origination and

reversal of
temporary
differences 4 9
7 12
$36 $57

Interim Report 2003
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B2
(a) AHBAKE

(KEBRBETRER)

GIORDANO INTERNATIONAL LIMITED

Dividends

(@)

Dividends attributable to the interim period:

BEXB=1THIEXEAR
Six months ended June 30
(in HK$ millions) 2003 2002

ﬁ/ﬁ—? = —EEFEQHQE
BREE-EHTW
(ZEF-F: sRE%DORAW

ﬁ/ﬁ—? ?_g%ﬂuq:%qﬁ&g
FREZZAL
(ZFZ-%: 8)

HRERBYRREHRTBUBHRR
ZEMRETRYR  ERERARE
“ETZE+-AZ+-BLEER
FREMPRR -

(o) BRE-FE IRNFHRBBRX
BELSN

(MEKBELRER)

Proposed 2003 interim
dividend of 1.5 HK cents
(2002: 4.5 HK cents) $22 $65
per share

Proposed 2003 special interim
dividend of 3.0 HK cents
per share (2002: Nil) 43 -

$65 $65

These proposed dividends are not reflected as dividends payable
in these condensed interim financial statements, but will be
reflected as an appropriation of retained profits for the year
ending December 31, 2003.

Dividends attributable to the previous financial year,
approved and paid during the period:

BEXAB=THLXEAR
Six months ended June 30
(In HK$ millions) 2003 2002

/}E%-— T T —EX%H& é
EREEOEHR
(Z22—%F: SREBOHAW

/)E?é—— 2 —i*ﬂguﬁx
BRER A

(ZF2—F: §REBRI)

2002 final dividend, paid,
of 4.5 HK cents
(2001: 4.5 HK cents)
per share $ 65 $ 65

2002 special dividend, paid,
of 10.0 HK cents
{(2001: 5.0 HK cents)
per share 144 72

$209 $137

11
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BEERE

GIORDANO INTERNATIONAL LIMITED

Earnings per share

The calculation of basic and diluted earnings per share are based
on the unaudited consolidated profit attributable to shareholders for
the period of HK$63 miltion (2002: HK$185 million, as restated).

The basic earnings per share is based on the weighted average of
1,440,670,002 shares (2002: 1,437,266,456 shares) in issue during
the six months ended June 30, 2003.

The diluted earnings per share is based on 1,440,670,002 shares
(2002: 1,437,266,456 shares) which is the weighted average number
of shares in issue during the six months ended June 30, 2003 plus
the welghted average of 2,889,287 shares (2002; 16,832,913 shares)
deemed to be issued if all outstanding share options granted under
the share option scheme of the Company had been exercised.

Fixed assets

AREtH +ZA=Z+-H

June 30 December 31

(UEBEBETAEN) (in HK$ millions) 2003 2002
WY 2 REFE Opening net book value $623 $665
BEER Translation difference : 4 6
RE Additions 19 80
HE Disposals (3) (15)
nE Depreciation . (53) (113)
MR ZEmMFE Closing net book value ' $590 $623
BE 1 8k R Trade receivables

BRReREARHEEN  FEBELER Other than cash and credit card sales, the Group normally aliows an

/RT %E’ﬁ%@??iﬁ/d—m ggﬁ °

UTBERESERZEREDN -

average credit period of 60 days to its trade customers.

The ageing analysis of trade debtors is as follows:

AAEZtE t=AZt-A

June 30 December 31

(AEBETETEEL) (In HKS$ millions) 2003 2002
E=-+H 0 - 30 days $ 81 $ 97
“+ ERTE 31 - 60 days 12 32
RT—ZENLTH 61 - 90 days 5 3
BATH Over 90 days 8 4
&t Total $106 $136
interim Report 2003
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10.

11.

12.

GIORDANO INTERNATIONAL LIMITED

& 2 10. Share capital
BRER EER
(RROEE S (in HK$ millions, Number Ordinary
UEASEETHEN) except number of shares) of shares shares
TEE=%#—R—H Opening balance
2 B G at January 1, 2003 1,440,344,518 $72
HiTEBEREM Issue of shares pursuant to
BiThR exercise of share options 384,000 -
ZEEZFXAZ1+E Closing balance at
ZHREH June 30, 2003 1,440,728,518 $72
RPER 11. Long-term liabilities
AEER_BE-FA E=THZEHS included in the Group’s long-term liabilities at June 30, 2003 is a
EOREREENE  mMBHBERREN finance lease, which is repayable as follows:
T
XB=+B +zZHA=+-—82
June 30 December 31
(LBEaETRENMN) (in HK$ millions) 2003 2002
—ER Within one year $4 $4
EF_ER In the second year 3 5
7 9
wREBEE Less: Current portion of
ZmEE s long-term liabilities (4) (4)
$3 $5
BE {4 BR =X 12. Trade Payables

NTRENESERRZERDN

The ageing analysis of trade creditors is as follows:

AB=+H +=ZA=+—H

June 30 December 31
(AEEERTRENL) (in HK$ millions) 2003 2002
T2=+HR 0 - 30 days $110 $157
=+—-&~+H 31 - 60 days 18 29
AT—EATE 61 - 90 days 14 13
ghtA Over 90 days 16 10
= Total $158 $209

2 = f 7 B B &
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13. BEBIEF 13. Deferred taxation
EERERAGEZREEHZERERX Deferred taxation is calculated in full on temporary differences under
REEOZTEEE(ZEEZF  5H2 the liability method using a principal taxation rate of 17.5% (2002:
TRIERBEE - 18.0%). ~
FEBYNEERBEEEREE (ER & The movement in the Group’s deferred tax asssts and liabilities (prior

WEZESKBEEND RN ZEHOT ¢ to offsetting of balances within the same taxation jurisdiction) during
' the period is as follows:

(EFIIER)
(Restated)
RAZTH TZTR=+—-FH
June 30 December 31
(MEETETHREN) (in HK$ millions) 2003 2002
EERELER Deferred tax liabilities
H ¥ 48R Opening balance $79 $64
RE#ERPIE Charged to profit and loss account 4 17
RERTFH X Charged to equity 2 -
BEBEMHEEZ Reversal of temporary difference
CEMEEZR on withholding tax (2) (2)
HRER Closing balance $83 $79
BEHEEE Deferred tax assets
B &8 Opening balance $10 $12
REBZERHNX Charged to profit and loss account - (1)
RESFHIZ Charged to equity - (1)
HREH Closing balance $10 $10
REFHITHELTREADSREER The deferred taxation charged to equity during the period is
FT-HBLAEZRERIIE LB KEM comprised of the tax on the unrealized exchange gain of a long term
BoBE- loan to a subsidiary company.
HEEEAFAT  REEMSHERFA Deferred tax assets and liabilities are offset when there is a legally
—HHEE REMBEENREERE enforceable right to set off current tax assets against current tax-
SEEREHE  THSERFAEEEE liabilities and when the deferred income taxes relate to the same
% MERRSEEEERAIE - fiscal authority. The following amounts, determined after appropriate

offsetting, are shown in the condensed consolidated balance shest.

14 Interim Report 2003
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GIORDANO INTERNATIONAL LIMITED

EEBE(E) 13. Deferred taxation (continued)
(EFHER)
(Restated)
~B=Z+8B +=ZA=+-—8
June 30 December 31
(UEBGETAEMN) (In HK$ millions) 2003 2002
BREFEEE Deferred tax assets $(10) $(10)
ELHBEEE Deferred tax liabilities 83 79
$73 $69
CEBRGLAEERER The amounts shown in the
)k condensed consolidated
BIE: balance sheet include

BB+ -EAKKE

the following:

Deferred tax assets to be

ZIRERIE recovered after more than
BE 12 months $(10) $(10)
BET-@AEEE Deferred tax liabilities to be
ZREHE settled after more than
=R 12 months . $ 83 $79
RBeRECEEHEREDH 14. Analysis of balances of cash and cash equivalents
AB=ZTH
June 30
(UEBENKEETREN) (in HK$ millions) 2003 2002
BeRBITESF Cash and bank balances $596 $598
B FERERZEBANRLE Less: Bank deposits with maturity
HEZ BT over three months
THER from date of deposits (6) {3)
590 595
FBITER Bank loans 56 " 56
B EEEASEXRA R Less: Bank loans repayable
ZEEBMUEZ . over three months
RITER from date of advance - (14)
56 42
2EeRBEEHE Net cash and cash equivalents $534 $553

2 = & 9 B § %

15
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15.

16.

17.

16

REEARABDEAEREIRDEE

REBR_ZTE=ZFRB=Z+ABER
TEE-F+-ZR=+-BrREEAR
THEBAHEEET \EENEERR
BETNE=TLEET (EFHNE) -
EEER_ZTEEZZE~BE=ZTEER
TEE-F--RA=+BrERPER
(BIRBEENRTBDER) SR REY
TERETRAEARBE N \EXRT—BEE
T(EHINE) -

AiE
(a) EXMELAE

RZBEE=FE,-A=+0 x58H
TEES PRE ILHERERZE
EREMER N EREAED
T

RFABEER L EREE

15.

16.

GIORDANO INTERNATIONAL LIMITED

Total assets less current liabilities and net current assets

The Group's total assets less current liabilities amounted to
HK$1,804 million and HK$1,939 million (restated) at June 30, 2003
and December 31, 2002 respectively. The Group’s net current assets,
defined as current assets less current liabilities, amounted to
HK$755 million and HK$861 million {restated) at June 30, 2003 and
December 31, 2002 respectively.

Commitments
(a) Commitments under operating leases

At June 30, 2003, the Group had future aggregate minimum
commitments under operating leases in respect of retail
shops, office premises, factories and warehouses as set out
below:

Operating leases which expire:

AA=+R +=-A=+—8

June 30 December 31

(UBEEETREMN) (In HK$ millions) 2003 2002

—FR Within one year $380 $396
—FHERAER After one year but within

five years 495 | 543

EENRE Over five years 13 22

$888 $961

(b) LN
R-FT=FXA=+HE AEEY
BRITEZREIEAH(ZTEZ
E+t-FA=+-H:B¥E-—THEE
) e

ER =R

R-ZBE=ZFRA=+H  AEEBUT
TEEEEMBERRAZAAEE

17.

(b)

Foreign currency contracts

The Group did not have any outstanding foreign exchange
contracts with banks at June 30, 2003 (December 31, 2002:
HK$15 million).

Contingent liabilities

At June 30, 2003, the Group had contingent liabilities not included
in the financial statements in respect of the following:

~A=+tB +ZA=+-—8H

June 30 December 31

(BB EETAEN) (In HK$ millions) 2003 2002
RKEHERKEES Bank guarantess in lieu of

ZHITER rental and utility deposits o812 $12

EBELHZREE Guarantee notes issued 34 35

$46 $47

Int.erim Report 2'003



£ B R 8 B F B & F

EEEIBLAR DN
PPy

g
FEERAEEEABAZBLEEARY

TERZTFER(CEEZF  BETLEART
Bu) LEEERETHRESZT=HZ-

ERE-ZXRERE NLBESUTRER
GBRE(ATHBEREFBADRAERZE
EMBBEMSIBZAENE TERHIHY
FZE8EERSED 2T H+EEBTOE
ATER(ZES_F BB +AEBERTE
7T c BEILENTIHEERLESZTA
B (ZZE-F:AFSZ-HA) WAk
BPMcEFNNRIEAZ THE (2T 22
FORASZEHL) - AKBZEFEAHEE
JHREBLEE-+TR B-TTE-_FHEEM
BBz T_BHE+T A - AR EEE
UM E i REREE  NERRHARES
B REMEBETEE - EREER REZ
FEE R MAFRAMARERRSE
EREBERELAZEIREZHRLHE

a
oo °

TRERTEEZMER S ZHELERE - 0
TRABT MAXIERYRMAZEZD
B EARRCERNERLHEFRABZEE
EHETHR MZSLERIREBEIEIHE
EMLZERERANEERIER -

GIORDANO INTERNATIONAL LIMITED

MANAGEMENT’S DISCUSSION AND ANALYSIS
RESULTS OF OPERATIONS
Turnover

For the first six months of the year, the Group’s total turnover amounted
to HK$1.53 billion (2002: HK$1.78 billion), a decline of 13.2 percent year-
on-year.

Owing to the non-seasonal weather in the first quarter and the adverse
effects brought about by the Severe Acute Respiratory Syndrome (SARS)
epidemic in our key markets, turnover of the Retail and Distribution Division
decreased 12.7 percent to HK$1.45 billion (2002: HK$1.66 billion). System-
wide comparable store sales fell 16.2 percent (2002: -2.5 percent), while
comparable store gross profit was down 17.1 percent (2002: -0.7 percent).
The Group’s inventory turnover on sales was 20 days, a reduction of
12 days from the 32 days recorded in the first half of 2002. The lower-
than-usual inventory level reflected Management's responsiveness to the
market during the SARS period. Management believes that with a leaner
stock level, they would have greater flexibility to bring in new products as
soon as customer traffic recovers when the SARS subsided.

The following table shows the Group's retail turnover by region. As shown
below, all of the markets which were affected by the SARS recorded year-
on-year turnover decline in the first six months of the year; while markets
which were not affected by the outbreak recorded strong growth during
the same period.

BE2XRA=+RHLAHEA BoLES

Six months ended June 30 Percentage

(UBEGETAEMN) (In HK$ millions) 2003 2002 change

B B ‘ Mainland China 363 408 -11.0

BA Hong Kong . 316 390 -19.0

=5 Taiwan 281 359 -21.7

E B Singapore 155 177 -12,4
H it ™55 Other Markets 192 146

TEABECEEELHEGTRAATHRES Z
TERBZEATZEER(CET-F : &
BIEZNAGET) - REBR  AEEFHEN
1 8 Giordanox %3 & /\ [ Bluestar Exchange
PIT + M Bluestar ExchangeZ RBINN A B &

BHfRE -

Nl
4
4
ju
-+
B
a8
E-y
off

31.5

Turnover in Mainland China dropped 11.0 percent year-on-year to
HK$363 million (2002: HK$408 million). During the period, a net of five
Giordano core line and eight Bluestar Exchange outlets were added.
Performance of Bluestar Exchange has been in line with Management’s
expectation.
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GIORDANO INTERNATIONAL LIMITED

Retail sales in Hong Kong fell 19.0 percent year-on-year to HK$316 million
(2002: HK$390 million). Apart from being affected by a “warm winter”,
weak retail sales intensified towards April when the World Health
Organization (WHOQO) issued a travel advisory against Hong Kong.
Consequently, we lost almost all of our tourist business in the second
quarter. Qut of our 74 outlets, about 13 of them are located in tourist
areas, which included both of our flagship stores.

Taiwan’s retail sales dropped 21.7 percant year-on-year to HK$281 mitlion
{2002: HK$359 million). During the first six months of the year, there was
a net closure of one Giordano Ladies and one Giordano Junior outlets;
and a net opening of one Bluestar Exchange outlet.

Retall sales in Singapore fell from HK$177 million in the first half of 2002
to HK$155 million, represented a year-on-year decline of 12.4 percent.
Sales started to pick up in the last week of May following the launch of
Great Singapore Sales coupled with WHO'’s removal of Singapore from
the SARS affected areas’ list. As part of the regular shop portfolio
modification program, total number of shops reduced from 49 by the end
of December 31, 2002 to 45.

Strong performance in the “other markets” sustained into the first half of
2003. In aggregate, sales totaled HK$192 million, compared with
HK$146 million registered in the previous period. Despite the absence of
contribution from Bluestar Exchange Germany due to its termination in
September 2002, strong sales growth in Australia, Thailand and Indonesia
had more than offset the sales lost, which contributed largely to the
overall 31.5 percent year-on-year sales growth. In Australia, our products
are gradually gaining better acceptance by the local shoppers, and sales
are improving by double-digit. In order to improve sales efficiency in Japan,
the shop at Universal Studio Japan was relocated from a 6,000 square
feet store to a 1,500 square feet one.
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GIORDANO INTERNATIONAL LIMITED

Business of all the Lines had been slow in our key markets due to dramatic
decline in customer traffic during the SARS outbreak. Retail and wholesale
turnover of Giordano core line and Giordano Junior amounted to
HK$1.29 billion, a 12.2 percent decrease from last year's HK$1.47 billion.
Turnover of Giordano Ladies decreased 21.4 percent to HK$55 million
(2002: HK$70 million), which was mainly attributable to weak sales in
Hong Kong and Mainland China. Bluestar Exchange’s turnover declined
10.0 percent to HK$108 million (2002: HK$120 million). Management will
continue to expand Bluestar Exchange in Mainland China, with about
20 more outlets to be added by the end of the year.

Turnover of the Manufacturing Division, including intra-group sales, fell
23.2 percent to HK$301 million {2002: HK$392 million). Total sales to
outsiders (2003: HK$75 million; 2002: HK$104 million) were 27.9 percent
lower than the year before, primarily resulted from decrease in sales to
third party customers in Japan. The Manufacturing Division contributed
HK$26 million {2002: HK$39 million) to the Group's operating profit,
representing 28.3 percent (2002: 18.3 percent) of the Group’s consolidated
operating profit.

Margins

On the back of sales decline and gross margin contraction, gross profits
for the first six months of the year fell 14.8 percent to HK$710 million
(2002: HK$833 million). Consumer sentiment and purchasing power were
dampened because of the SARS epidemic, as majority of business
activities almost came to a stand still in our key markets in the months of
concern. Consumers became extremely price conscious; hehce, our Lines
had been offering more price promotions and giving out more premiums
than we normally do. This resulted in a gross margin compression of
0.8 percentage points, with gross margin decreased from 47.3 percent in
the first half of 2002 to 46.5 percent in 2003.

Among all of our Lines, Giordano core ling's gross margin was the most
resilient. We managed to mitigate margin decline as much as possible by
rolling out new and high-margin products as soon as we saw traffic flow
was recovering. During the same period, Bluestar Exchange experienced
the most gross margin decline. Faced with severe price c'ombetition, in
order to attract the price conscious customers, Bluestar Exchange resorted
to offering more frequent promotions. Giordano Ladies also saw gross
margin decline due to a number of clearance activities in the first half of
the year,
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GIORDANO INTERNATIONAL LIMITED

Gross margin of the Manufacturing Division improved 1.5 percentage
points. Higher gross margin was achieved through lower raw material
costs, and continued efforts in transferring fabric and accessories sourcing
from Hong Kong to Mainland China.

Operating Expenses

Owing to the concerted efforts of all markets, operating expenses fell to
HK$658 million (2002: HK$667 million), down 1.3 percent year-on-year.
Due to the time lag in lowering our fixed costs and committed expenses,
part of the cost savings initiated in the first half will be realized in the
second half of the year. Distribution expenses edged down by 0.7 percent
over the previous period due to lower shop staff cost and shop overhead;
despite occupancy charges increased by 4.8 percent, as a result of new
outlet openings in the “other markets” and under the Bluestar Exchange
line.

Operating Profit and Earnings before Interest, Taxes,
Depreciation and Amortization (EBITDA)

Operating profit dropped 56.8 percent to HK$92 million (2002:
HK$213 million). Due to high operating leverage, operating margin reduced
to 6.0 percent from 12.1 percent in the first half of 2002, Correspondingly,
EBITDA margin retreated to 10.7 percent, from 17.8 percent, during the
same period.

Profit Attributable to Shareholders

Profit attributable to shareholders amounted to HK$63 million (2002:
HK$185 million), represented a 65.9 percent decline over the previdus
year. Share of profits of associated companies fell 55.8 percent year-on-
year, mainly accounted by smaller contribution from Korea. In addition,
business in the Middle East was also interrupted by the US-irag war.
Retail sales have been sluggish in Korea since the second half of 2002.
Amid depressed apparel sales, Giordano is still one of the leading brands
in terms of causal wear sales in Korea. Faced with soft customer demand,
intensified competition, and higher-than-usual inventory level, operating
profit was lower than that registered in the first half of 2002, During the,
same period, Giordano Junior continued to do well in Korea; which helped
to rescue much of the sales decline in the Giordano core line.

Besides, lower profit was also attributable to a higher effective income
tax rate. It went up from 17.8 percent in the first half of 2002 to
26.6 percent in 2003. Higher tax rate is partly due to larger profit
contribution from regions with higher corporate tax rates.
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GIORDANO INTERNATIONAL LIMITED

Cash Flows

Net cash inflow from operating activities totaled HK$148 miliion (2002:
HK$199 million). The HK$51 million decrease could be mainly explained
by the HK$121 million decling in operating profit. In the meantime, the
decline was partly offset by cash freed up from the HK$87 million decrease
in inventory.

Net cash outflow for investing activities was HK$8 million (2002:
HK$19 million), HK$11 million lower than that in the previous period. The
smaller cash outflow was primarily attributable to a HK$12 million decrease
in purchase of fixed assets due to fewer store openings as compared to
the corresponding period in 2002,

Net cash outflow for financing activities increased to HK$220 million,
from HK$177 million in the first half of 2002, represented a net increase
of HK$43 million. In the first half of the year, HK$209 million of dividends
were paid to shareholders, contrasted to HK$137 million paid in 2002, a
net increase of HK$72 million. The balance of the difference was owed to
the absence of repayment of bank loans (2002: HK$33 million) in the first
half of 2008.

FINANCIAL CONDITION
Liquidity and Capital Resources

As at June 30, 2003, cash and bank balances amounted to
HK$596 million {December 31, 2002: HK$667 million), and total
liabilities were HK$491 million (December 31, 2002: HK$564 million). At
the end of the reporting period, the Group’s gearing was 29.7 percent
(December 31, 2002: 31.4 percent), based on shareholders’ equity of
HK$1.65 billion {December 31, 2002: HK$1.79 billion).

As at June 30, 2003, the Group had trade finance and revolving loan
facilities amounting to HK$704  million (December 31, 2002:
HK$704 million), of which HK$56 million under revolving loan facility had
been drawn and was outstanding. The Group also had contingent liabilities
on bank guarantees and guarantes notes issued of HK$46 million
(December 31, 2002: HK$47 million), which had all been incurred in the
normal course of business.
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GIORDANO INTERNATIONAL LIMITED

HUMAN RESOURCES

As of June 30, 2003, the Group had approximately 6,900 employees
(December 31, 2002: 8,000 employees). Besides offering competitive
remuneration packages to the employees, discretionary bonuses and share
options may also be granted to the eligible employees based on the
Group’s and the individual’s performance.

During the six months ended June 30, 2003, the Group granted to eligible
employees under the share option scheme options to subscribe for
12,520,000 shares. In the same period, 384,000 shares were issued
upon the exercise of options previously granted.

OUTLOOK

Amid the already difficult macro environment, the unexpected SARS
epidemic, which concentrated in our key markets, made the business
environment one of the most challenging in the Group’s history. With the
SARS outbreak behind our backs now, Management will be working
extremely hard in order to recoup as much-lost sales in the first half as
possible. '

In order to achieve the above-mentioned goal, Management will focus on
the following:

1. To carry on the development of Bluestar Exchange in Mainland China;
whereby, will start franchising the line in the second half of the year;

2. To continue to diversify our distribution channels. For instance, in
Hong Kong, new outlets were opened in the MTR stations, while in
Mainland China, packaged underwear is sold through drug stores
and hypermarkets;

3. To distinguish Giordano from its peers through better product
launches which focus on high value-added and meaningfully
differentiated products;

4. To continue to refine our “just-in-time” and “quick response” stock
replenishment systems, as means to sustain our healthy stock
turnover. Management believes healthy inventory levels can enable
the Group to excel better especially under a volatile business
environment;
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5 THEMAREEBNMERLERRN 5 Tokeep on rolling out the upgraded proprietary software in all regions
AEBRZEERG  BEURAEEINEESR in order to enhance sales analysis and inventory management; and
EE R ’

6. BETBRIEEBBNITHRBFEL 6. To be better prepared for the incremental businesses from the

[EZEEBHMETE (UTHEBIZ anticipated surge in Mainland Chinese tourists visiting Hong Kong,
Bl BEBHERESEEFISSEED facilitated by the “Cooperation on Tourism Article” under the Closer
BARENEE FAEEABEHENNE Economic Partnership Arrangement (CEPA) signed between the
BiEFERE - AR RHERE LK governments of Mainland China and the Hong Kong Special
fl BEXEBEHBRRTEAERRES Administrative Region. In the meantime, with the more relaxed
HREEEHY - regulations brought about by the CEPA, it will give us more fiexibility

for future store expansion in Mainland China.
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OTHER INFORMATION
Dividends

The directors have declared an interim dividend of 1.5 HK cents (2002:
4.5 HK cents) per share and a special interim dividend of 3.0 HK cents
per share (2002 Nil) for the year ending December 31, 2003 payable to
shareholders on the Register of Members of the Company at the close of
business on September 3, 2003. The relevant dividend warrants will be
despatched to shareholders on September 10, 2003.

Closure of Register of Members

‘The Register of Members of the Company will be closed from

September 1, 2003 to September 3, 2003, both days inclusive, during
which period no transfer of shares will be registered. To qualify for the
interim and special interim dividends, all transfer documents accompanied
by the relevant share certificates must be lodged with the Company’s
branch share registrars in Hong Kong, Abacus Share Registrars Limited,
at Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester
Road, Wanchai, Hong Kong, for registration not later than 4:00 p.m. on

August 29, 2003,

Interests of Directors

As at June 30, 2003, the interests and short positions of the directors
and chief executive of the Company in the shares, underlying shares and
debentures of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (“SFQO”))
which have been notified to the Company pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests and shart positions which any
such director or chief executive was taken or deemed to have under such
provisions of the SFO) and have been recorded in the register maintained
by the Company pursuant to section 352 of the SFO, or which have been
notified to the Company pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies contained in the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the "Stock Exchange”} (“Listing Rules”), were as follows:

Interim Report 2003



t /A 8 BB F B 4 7

GIORDANO INTERNATIONAL LIMITED

rRrERB Shares in the Company
¥rmz
HERG
EREX
B 17 (H1 F)
| Erg Beneficial mER
(H152) interest BoEREL
Beneficial in unlisted Approximate
interest underlying aggregate
EEfE EEng in shares shares percentage
Name of director Nature of interest (Note) (Note) of interests
Z|E & A
Lau Kwok Kuen, Peter Personal 12,708,000 25,000,000 2.62%
BKE 5PN
Fung Wing Cheong, Charles Personal 800,000 5,900,000 0.47%
ENlZ BA
Mah Chuck On, Bernard Personal 479,086 6,840,000 0.51%
fif st - Note:
BEZRORBREFTEIAZIEBBRDERD AT  Interests in the shares and underlying shares of equity derivatives are long
B o position. :

FHEERTREREAARARATETLA
ZHEBEOcBERE(B-_ZEE_5-78
THRARRZEREMEMEL) BEFE
BIPRATIEREI RS -

RLABEN R-FEF=ZFXA=Z+E " #
BZBIE=ZBA Tt _HReENALERALRA
BEZECH RBELA EHRENEEST
RIEMEARR  AARSEZRITHEHE
EREIREHBEEFRRARANETABREER
(BZBRPEXNVB2EE) 2BRH  EERHR
BEREEZESZIAE - wo BRUTIER
EIARBEN RLRASEIAMBERIIRNE
ECETZEAACZHBLEABAARMERT L
ERZH  BEARAESARELRBAF
RTN\BRZTRUEBARRTFEMZE L
BinsEsmEs -

Details of the interests of directors and chief executive of the Company in
the underlying shares of equity derivatives in respect of options granted
to them pursuant to the share option scheme adopted by the Company
on January 24, 2002 are stated in the “Share Options” section below,

Save as disclosed above, as at June 30, 2003, none of the directors and
chief executive of the Company had or was deemed to have any interest
or short position in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning of Part XV
of the SFQ), which has been recorded in the register maintained by the
Company pursuant to section 352 of the SFO or which has been notified
to the Company pursuant to the above mentioned Model Code of the
Listing Rules. Furthermore, save as disclosed in the “Share Options”
section below, at no time during the six months ended June 30, 2003
was the Company or any of its subsidiaries a party to any arrangements
to enable the directors of the Company or any of thsir spouses or children
under the age of 18 to acquire benefits by means of the acquisition of
shares in or debentures of the Company or any other body corporate.
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GIORDANO INTERNATIONAL LIMITED

‘Interests of Substantial Shareholders

As at June 30, 2003, the interests or short positions of the following
persons, other than directors and chief executive of the Company, in the
shares or underlying shares of the Company which have been disclosed
to the Company pursuant to Divisions 2 and 3 of Part XV of the SFQC have

B BEALE RO IBMAM 253 been recorded in the register kept by the Company pursuant to section

KR 336 of SFO:

FERGR. BRER

HEROCEE BOEHEHN

Aggregate Approximate

long position aggregate

=% Wt s in shares and percentage

Name Notes underlying shares of interests

Aberdeen Asset Management Asia Ltd. 1 173,784,800 12.06%

Harris Associates L.P. 2 146,296,700 10.15%

State Street Corporation 3 133,648,209 9.28%

J.P. Morgan Chase & Co. 4 96,111,454 6.67%

Bt Notes:

1. Aberdeen Asset Management Asia Ltd. %8 1. The capacity of Aberdeen Asset Management Asia Ltd. in holding the
M—-—B-FZ8+tTN\EETNERZES 173,784,800 shares was as Investment Manager.
E—B+T=ZFLTNBOTNEREH The 173,784,800 shares included listed physically settled equity
FRE-BNATZEOTRAEUAEDRKR derivatives of 1,834,000 shares.

ZLETRAGTETA -

2. Harris Associates LPE AR —EWET/RE 2. The capacity of Harris Associates L.P. in holding the 146,296,700 shares
ZHABATLERZESAEELE - was as Investment Manager.

3.  State Street Bank & Trust Company®s & — 3. The 133,648,209 shares were held by State Street Bank & Trust
B=F=ZBATEENTZEEAR W& Company, which was a wholly-owned subsidiary of State Street
‘X %) 75State Street CorporationZ 2 & i B Corporation. By virtue of the SFO, State Street Corporation was dsemed
Al o IR EE KR - State  Street to be interested in the 133,648,209 shares.

Corporationfi RIEEF —E=FT=BR+HX .
ENT_BEABRMOZERE-
State Street CorporationiZ® — =T =8 The capacity of State Street Corporation in holding the 133,648,209
ATHEHENTZEZABEZ 2 BEHEE shares was as Controlled Corporation.
EIRERS
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4. @J.P. Morgan Chase & Co i B2+ 4 Details of the breakdown of the 96,111,454 shares held by J.P. Morgan

RE-tT—B-—THRERATORERGEN®D Chase & Co. were as follows:
T
&
FEROBH BRREN
Aggregate Approximate
£ long position percentage of

Name in shares interest

J.P. Morgan Chase & Co. 96,111,454 6.671%

J.P. Morgan Fleming Asset Management Holdings Inc. 72,822,000 5.055%

J.P. Morgan Fleming Asset Management (Asia) Inc. 72,822,000 5.055%

JF Asset Management Limited ' 72,822,000 5.055%

JPMorgan Chase Bank 17,993,333 1.249%

J.P. Morgan International Inc. : 6,080,000 0.422%

J.P. Morgan International Finance Limited 6,080,000 0.422%

J.P. Morgan Holdings (UK) Limited 6,000,000 0.416%

J.P. Morgan Securities Ltd. 6,000,000 0.416%

J.P. Morgan Overseas Capital Corporation 80,000 0.006%

J.P. Morgan Whitefriars Inc. 80,000 0.006%

J.P. Morgan Investment Management Inc. 5,282,121 0.367%

J.P. Morgan Fleming Investment GmbH 14,000 0.001%

K ez . Notes:

(iy J.P. Morgan Fleming Asset (i  The entire issued share capital of each of J.P. Morgan Fleming
Management Holdings Inc.: Asset Management Holdings Inc., JPMargan Chase Bank, J.P.
JPMorgan Chase Bank * J.P. Morgan Morgan Investment Management Inc. and J.P. Morgan Fleming
Investment Management inc. % J.P. Investment GmbH was owned by J.P. Morgan Chase & Co. which,
Morgan Fleming Investment GmbH & by virtue of the SFO, was deemed to be interested in the
2BEETREH JP. Morgan Chase 96,111,454 shares held by these subsidiaries.

&Co. BEH - BIEZ K - JP. Morgan

Chase & Co RIEEBANTRE —+

—E-THBERTHBRBRH2#ER -

J.P. Morgan Chase & Co.l3EM N F The capacity of J.P. Morgan Chase & Co. in holding the
ANE-TE—THNER+ERKRDE 96,111,454 shares was, as to 6,080,000 shares, as Beneficial
BZERBREAEENEBRATNEE Owner, as to 78,614,000 shares, as Investment Manager and, as

A EFABAT—ERTRARESE " to 11,417,454 shares, as Other.
BR—F-EBEO+—E+tTHNER+E
BEEMBER -

o FRE-FT-aN+-E+Fm In addition, there was a Lending Pool of 11,417,454 shares.
BRETERATHELDORY -
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(i)

(iii)

(iv)

B B 8 B & 8§

+tTFZBEATZE=-TRAEIF Asset
Managemeant Limitedfi & ° J.P.
Morgan Fleming Asset Management
(Asia) inc.$5 & JF Asset Management
Limited B 2 Z A+ BN NEI A
fJ.P. Morgan Fleming Asset
Management (Asia) Inc.Bl& J.P.
Morgan Fleming Asset Management
Holdings Inc.2 28 #7% -

£ JPMorgan Chase Bankfi B R — T
+tENTAE=ZFZEZT=BEBMG
Hh—F—-—Bh+-B=F=F=+=
BRREERA  -BEzZKBA -
JPMorgan Chase Bank RE2 &K B
A 7AJ.P. Morgan International Inc.3%
RERSANBEENERZES - JP
Morgan International Inc.# & J.P.
Morgan international Finance Limited

ZEBDBITBRAE -

7~B &M AJ.P. Morgan Securities Ltd.
# 8 - J.P. Morgan Holdings (UK)
Limited# & J.P. Morgan Securities
Ld B2 2N T e RE - B EKRIP.
Morgan International Finance Limited
2¥ %% - BBJP. Morgan Overseas
Capital Corporationz 2 & i B 2 7
J.P. Mcrgan Whitefriars Inc. + J.P.
Morgan Overseas Capital Corporation
RE2E#KR QAT JIP. Morgan
International Finance Limited 7R & #
BNER -

il

(iv)

GIORDANO INTERNATIONAL LIMITED

72,822,000 shares were held by JF Asset Management Limited,
which was 99.99% owned by J.P. Morgan Fleming Asset
Management {Asia} Inc. which was, in turn, wholly-owned by J.P.
Morgan Fleming Asset Management Holdings Inc.

The 17,993,333 shares held by JPMorgan Chase Bank included
11,913,333 shares held directly; by virtue of the SFQ, JPMorgan
Chase Bank was deemed to be interested in the 6,080,000 shares
held by J.P. Morgan International Inc., which in turn owned the
entire issued share capital of J.P. Morgan International Finance
Limited.

6,000,000 shares were held by J.P. Morgan Securities Ltd., which
was 90% owned by J.P. Morgan Holdings (UK) Limited which was,
in turn, wholly-owned by J.P. Morgan International Finance Limited,
which also indirectly held 80,000 shares through J.P. Morgan
Whitefriars Inc. the entire share capital in which was held by J.P.
Morgan Overseas Capital Corporation, a whelly-owned subsidiary
of J.P. Morgan International Finance Limited.
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Share Options

GIORDANO INTERNATIONAL LIMITED

Pursuant to the Share Option Scheme adopted on January 24, 2002, the.

8l ARFRMBE-ZTZT=-F/NA=Z+HBL Company has granted certain employees of the Company options to
NEAARREARERARARG 2BREFA  subscribe for shares of the Company during the six months ended June 30,
RRETEE - RAHBA  BHEBREZH 2003, Detalls of the grant of share options and a summary of the
AERRARTEBEREZYHMESIWMT ©  movements of the outstanding share options during the period are set
out below,
BREHE
Number of share options
' HoggzE
RER AZ+H
RZ88ZF REABL RERAE  HHEX &8
-B-Az44 Granted  Exercised  Cancelled/ Balance BROGE
2ERAL Balance as at during during Lapsed during asat Exerciseprice EHEH TER
Eligible person 01/01/2003  the period the peried  the period 06/30/2003 per share  Date of grant Exercisable period
#r  (5/R/E) {A1R/%)
HKS  (MM/DDYYYYY) (MM/DD/YYYY)
BEE 15,000,000 - - - 15,000,000 2600  08/24/1995 02/24/1996 - 05/28/2005
Lau Kwok Kuen, Peter 10,000,000 - - - 10,000,000 2.830  05/07/1¢96 05/07/1999 - 05/28/2005
g2
Director 25,000,000 - - - 25,000,000
BixE 300,000 - - - 300,000 4460  07/08/2000 07/08/2001 - 05/28/2005
Fung Wing Cheong, Charles 300,000 - - - 300,000 4,460 07/08/2000 07/08/2002 - 05/28/2005
EEZ 300,000 - - - 300,000 4,460 07/08/2000 07/08/2003 - 05/28/2005
Director 1,666,000 - - - 1,666,000 4,650 04/08/2002 04/08/2003 - 04/07/2012
1,666,000 - - - 1,666,000 4,650 04/08/2002 04/08/2004 - 04/07/2012
1,668,000 - - - 1,668,000 4650 04/08/2002 04/08/2005 - 04/07/2012
5,800,000 - - - 5,900,000
ER% 468,000 - - - 468,000 0.878  12/05/1997 12/05/1999 - 05/28/2005
Mah Chuck On, Bernard 472,000 - - - 472,000 0.878  12/05/1997 12/05/2000 - 05/28/2005
Bz 300,000 - - - 300,000 4.460  07/08/2000 07/08/2001 - 05/28/2005
Director 300,000 - - - 300,000 4460 07/08/2000 07/08/2002 - 05/28/2005
300,000 - - - 300,000 4,460 07/08/2000 07/08/2003 - 05/28/2005
1,606,000 - - - 1,666,000 4650 04/08/2002 04/08/2003 - 04/07/2012
1,666,000 - - - 1,666,000 4650 04/08/2002 04/08/2004 - 04/07/2012
1,668,000 - - - 1,668,000 4650 04/08/2002 04/08/2005 - 04/07/2012
6,840,000 - - - 6,840,000
2 2% = F % £ 8 &£ 29
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GIORDANG INTERNATIONAL LIMITED

BREME
Number of share options
R-g8z#
RAR RE=TH
RI28ZF RAARY REAGE GE A3 28
-B-BRER Granted  Exercised  Cancelled/ Balance SRGEE
BEBAL Balance as at during during Lapsed during asat Exercise price BAEH THES
Eligible person 01/01/2008  the period  the peried  the period 06/30/2003 per share  Date of grant Exercisable period
BT (R/B/E) (AIR/E)
HKS  (MMDDIYYYY)  (MM/DDIYYYY)
EELNEE 1,112,000 - 100,000 52,000 960,000 2150 05/30/1996 (6/30/1998 - 05/28/2005
Continuous contract 1,800,000 - - - 1,800,000 3190 08/04/1996 (9/04/1996 - 05/28/2005
employess 184,000 - - - 184,000 0878 120051997 12/06/1999 - 05/28/2005
2,440,000 - 284,000 - 2,156,000 0878  12/05/1997 12/06/2000 - 05/28/2005
300,000 - - - 300,000 0692  02/2411999 02/24/2001 - 05/28/2005
300,000 - - - 300,000 0692 02/24/1399 02/24/2002 - 05/28/2005
240,000 - - - 240,000 2320 07/17/1999 08/01/2000 - 05/28/2005
240,000 - - - 240,000 2320 0711771999 08/01/2001 - 05/28/2005
240,000 - - - 240,000 2.320 071711999 (8/01/2002 - 05/28/2005
240,000 - - - 240,000 2320 0711771999 08/01/2003 - 05/28/2005
240,000 - - - 240,000 2320 0711711938 08/01/2004 - 05/28/2005
400,000 - - 100,000 300,000 4460 07/08/2000 07/08/2001 - 05/28/2005
300,000 - - 100,000 200,000 4460 07/08/2000 (7/08/2002 - 05/28/2005
300,000 - - 100,000 200,000 4480 07/08/2000 (7/08/2003 - 05/28/2005
4,100,000 - - 280,000 3,820,000 3728 02/07/2001 02/07/2004 - 05/28/2005
200,000 - - - 200,000 3384 04/26/2001 (4/26/2004 - 05/28/2005
5,474,000 - - 390,000 5,084,000 3108  08/31/2001 08/31/2003 - 05/28/2005
4,914,000 - - 338,000 4,576,000 4850 04/08/2002 04/08/2003 - 04/07/2012
4,914,000 - - 338,000 4,576,000 4650 04/08/2002 04/08/2004 - 04/07/2012
5,392,000 - - 348,000 5,044,000 4,850 04/08/2002 04/08/2005 - 04/07/2012
- 1,085,000 - - 1,065,000 2795 (2/05/2003 02/05/2004 - 02/04/2013
- 1,085,000 - - 1,065,000 2795 02/05/2003 02/05/2005 - G2/04/2013
- 1,070,000 - - 1,070,000 2785 02/05/2008 02/05/2006 - 02/04/2013
- 10,000 - - 10,000 2740 02/07/2003 02/07/2004 - 02/06/2013
- 10,000 - - 10,000 2740 02/07/2003 02/07/2005 - 02/06/2013
- 10,000 - - 10,000 2740 02/07/2003 02/07/2006 - 02/06/2013
- 66,000 - - 66,000 2625 08/31/2003 " 03/31/2004 - 03/30/2013
- 66,000 - - 66,000 2625 03/31/2003 03/31/2006 - 03/30/2013
- 68,000 - - 68,000 2625 03/31/2003 (3/31/2006 - 03/30/2013
- 200,000 - - 200,000 2.200  05/02/2003 06/02/2004 - 05/01/2013
- 200,000 - - 200,000 2.200 . 06/02/2003 05/02/2005 - 05/01/2013
- 200,000 - - 200,000 2200 06/02/2003 05/02/2006 - 05/01/2013
- 2,644,000 - - 2,644,000 2650 06/10/2003 06/10/2004 - 08/09/2013
- 2,622,000 - - 2,622,000 2.650  06/10/2003 06/10/2005 - 06/09/2013
- 3,224,000 - - 3,224,000 2850 06/10/2003 06/10/2006 - 06/09/2013
33,330,000 12,620,000 384,000 2,046,000 43,420,000
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GIORDANOQ INTERNATIONAL LIMITED

Notes:

1. The closing prices of the shares immediately before the dates on which
the options were granted were as follows:

Closing price

Date of grant immediately before the date of grant

February 5, 2003 HK$2.675
February 7, 2008 HK$2.675
March 31, 2003 HK$2.550
May 2, 2003 HK$2.100
June 10, 2003 HK$2.600

2. The weighted average closing price of the share immediately before the
dates on which the options were exercised by the Continuous Contract
Employees was HK$2.938,

Valuation of Share Options

The share options granted are not recognized in the financial statements
until they are exercised. The fair value per share option granted during
the six months ended June 30, 2003 is HK$0.55. The fair value of each
option granted is estimated on the date of the grant using the Black-
Scholes option pricing model with the following assumptions:

Risk-free interest rate 3.7 - 4.5 percent, being the approximate yield
of 10-year Exchange Fund Note on the grant
date

Expected dividend average historical dividends of 16 HK cents
per share

Expected volatility 45 - 49 percent based on historical volatility

Expected life 10 years

The Black-Scholes option pricing model is developed to estimate the fair
value of publicly traded options that have no vesting restrictions and are
fully transferable. In addition, such option pricing model requires input of
highly subjective assumptions, including the expected.stock price volatility.
Any changes in the subjective input assumptions may materially affect the
estimation of the fair value of an option.
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GIORDANO INTERNATIONAL LIMITED

Corporate Governance

None of the directors of the Company is aware of any information that
would reasconably indicate that the Company is not, or was not during the
six months ended June 30, 2003, in compliance with the Code of Best
Practice as set out in Appendix 14 of the Listing Rules except in relation
to guideline 7: as non-executive directors of the Company are appointed
for a term expiring upon their retirement by rotation as required by the
Company's Bye-Laws; and guideline 11: as a matter of Company policy,
remuneration of directors is dealt with by the Compensation Committee
appointed by the board of directors of the Company, which comprises an
executive director, two independent non-executive directors and an
independent board advisor. ’

Audit Committee

The Audit Committee has reviewed with directors the accounting principles
and practices adopted by the Group and discussed internal controls and
financial reporting matters related to the preparation of the unaudited
condensed financial statements for the six months ended June 30, 2003,

Purchase, Sale or Redemption of the Company’s Listed
Securities :

The Company has not redeemed any of its shares during the six months
ended June 30, 2003. Neither the Company nor any of its subsidiaries
has purchased or sold any of the Company’s shares during the same
period.

By Order of the Board
LAU KWOK KUEN, PETER
Chairman

Hong Kong, August 7, 2003
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